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QUEBEC MANITOU MINES LIMITED 


TO THE SHAREHOLDERS: 


The Directors are pleased to submit for your consideration and interest the Annual Report of the 
Company for the year ended December 31, 1978. Contained herein are the audited Statement of Profit 
and Loss, Statement of Retained Earnings, Statement of Changes in Financial Position and the 
Balance Sheet. 


For the year under review the Company was relatively inactive, confining its principal activities 
to the purchase and sale of investment securities. Subsequent to the year end several important 
changes occurred which we would like to bring to the attention of shareholders. At a meeting of the 
Board of Directors held on March 2, 1979, Mr. H. L. Coulson resigned as a Director and President of 
the Corporation and Mr. H. J. Mockler was nominated to fill this vacancy. At the same time, Mr. V. L. 
Cherry and Miss Sandra Bird were nominated to fill two vacancies on the Board of Directors created 
by earlier resignations. With a full complement on the Board the decision was taken to have the 
Company pursue a more aggressive roll in the development of natural resources, particularly, 
petroleum, and to cease its investment activities. 


With its newly defined objectives the Company moved quickly to acquire varying interests in 
three prospective oil and gas projects in Alberta. Some of the more pertinent details and highlights of 
these acquisitions are outlined below. 


Sylvan Lake, Alberta 


An 8.0% interest to payout, reverting to 4.0% after payout was purchased in a discovery well 
located in Lsd 6, Section 17, Township 37, Range 1 W5M. Readers are referred to the map below. This 
well, drilled last year, intersected three gas pay zones and flowed 700,000 cubic feet of gas a day on 
initial drill stem test. Estimated proven and probable reserves found by this well amount to 4.7 Bcf and 
2.3 Bcf. In addition to the Basal Blairmore Formation there are at least three other major formations in 
the area which are well known as gas and/or oil productive horizons. Along with the interest in the gas 
well in Section 17, the Company also acquired a 4.0% working interest in 4.25 sections of land in the 
immediate vicinity of the discovery well. The operators of the project anticipate one or more wells on 
this acreage during the coming summer months. 


Alder Flats, Alberta 


A 5.0% working interest was purchased in one section of land (Section 20, Township 45, Range 
8 W5M) in the Alder Flats area of Alberta. The acreage block straddles two of the most important oil 
fields of western Canada, the Pembina Field and Willesden Green Field. It also offsets the recently 
discovered Alder Flats oil pool to the southeast. A well is planned on this section in early summer. All 
petroleum and natural gas rights are owned in Section 20. This is an important feature since the block 
is in the immediate West Pembina area where deep Devonian pinnacle reef oil pools have been 
recently discovered by several major oil companies. The well planned for the coming summer will be 
timed to coincide with a Crown land sale in the immediate area which will be held in July or August of 
this year. 


Bittern Lake, Alberta 


Quebec Manitou and associated companies are participating with Omega Hydrocarbons in a 
joint venture to the extent of 50% each in an exploration programme in the Bittern Lake area of 
Alberta. The total land package consists of 4,460 acres and an additional one and one-half sections or 
960 acres will be bid on at an upcoming land sale. The area is prospective for both oil and gas. Detailed 
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local and regional geological studies supplemented by seismic surveys and logs taken from old wells 
drilled in the area indicate the high probability that the Glauconite sands underlay the area. This sand 
is well known to be a prolific horizon in this region of Alberta. Quebec Manitou and its associates are 
obligated to pay for 66.6% of the cost of the first well after which all other costs will be shared on a 
fifty-fifty basis with Omega Hydrocarbons, the Joint Venture Partner. We believe this is a very 
attractive low risk exploration target that could yield a significant discovery. 


On balance, management believes that its first venture into petroleum has been well 
conceived and conservative. We have been successful in purchasing an interest in proven reserves that 
could start yielding a cash flow in the near future and, at the same time, obtain some low risk 
exploration exposure that could result in major oil and gas discoveries. Generally, we intend to pursue 
this policy. 

On behalf of the Board of Directors, 


H. J. MOCKLER, 
President. 
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Ernst & Ernst CHARTERED ACCOUNTANTS 


2200 Commerce Court West - Toronto, Ontario M5L1C6 + Phone 416/864-9520 


To the Shareholders 
Quebec Manitou Mines Limited 


We have examined the balance sheet of Quebec Manitou Mines Limited as at 
December 31, 1978 and the statements of income, retained earnings, 
changes in financial position and deferred exploration and development 
expenditures for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, subject to the future commercial success of mining properties 
and rights and related deferred exploration and development expenditures 
(Notes A and C), these financial statements present fairly the financial 
position of the Company as at December 31, 1978 and the results of its 
operations and changes in its financial position for the year then ended 

in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Oe Bank 


March 2, 1979 Chartered Accountants 


QUEBEC MANITOU MINES LIMITED 


BALANCE SHEET 
® 
ASSETS 
1978 So ia 
Current Assets 
CASH so csceasasesnces Sets ek, Las Sees da. arate Sele Ses het a 2 $ -0- S 27236 
Short-term deposit £eCelpts .1.5222...05 «p95. -cisecnus-s-9 sees eee coset eee eee ee ere -0- 300,329 
Accrued interestiand, othem receivia Dies o..cscs,cteeestececee tee ee ee 22,861 2,800 
Marketable securities — at cost (quoted market value — $407,328; 1977 — 
Db DML 6O)) ceeds 2 Pa tices sGetegl ace ease sk eae ea in edema Some 403,484 123,390 
426,345 443,755 
Other Assets 
Investment in parent company — Manitou-Barvue Mines Limited — 
INOte Beas.) oS cave Sica. ase saigunvageanb edison aud beg ee 188,441 188,441 
Mining properties andsrights —Note-© .....7 eae ne ree 197,623 197,623 
Deferred exploration and development expenditures .............c cece 581,841 581,841 
PUPHiture An TI tO Pes ees ose ct ties aaeet ons eee ee 1,161 100 
969,066 968,005 
Total Assets: .c3.5.5c5osbcc.cdvoces sist caele ee eee ee $1,395,411 $1,411,760 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities 
Bank indebtedness Ascii hee a ee ee $ (eee -0- 
Accounts payable*andtactruled Wa Dilitics ies s-.6: are eee ee 23,963 Mien, 
Unclaimed :dividends icc caer recee re ee eee ee -0- 641 
31,342 12,000 
Deferred Income. taxes i.cccSictcccesss es eee ee en Toa ees 26,300 26,300 
SHAREHOLDERS’ EQUITY 
Capital stock: 
Authorized — 6,000,000 shares without par value 
Issued = 4,366, 000sshares vinden eere ere ree nee tenet 922,838 922,838 
Retained earnings cn onsac ee ie rate ee cesarean css ee 414,931 450,622 
1,337,769 1,373,460 
$1,395,411 $1,411,760 


APPROVED ON BEHALF OF THE BOARD: 
H. J. MOCKLER, Director 


S. BIRD, Director 


See notes to financial statements 


QUEBEC MANITOU MINES LIMITED 


STATEMENT OF INCOME 
Year Ended December 31 
1978 1977 
Income: . 
BUNEC HGS UMRR OE eh R cere. nectncd cach AM SATE PEA FECA Rik Moth Oois MONG ELLE SETAE $n (29250) eed 6,672 
LIRIAS steered spcep Lh BL Wo ned eta Be ce Ri neh PARR tise ane, © Sea iin an ee A 5,820 -0- 
Gain on sale of short-term marketable securities and other income ......... 14,763 -0- 
47,833 6,672 
Expenses: 
NOTTS TENG So oe Ran a URE, WS 5Ar Ree DO AE Scns ORR RR SS 58,641 153959 
TS OUPSUIST: CYS OU SS TCR te Oe? oe Pae MPS Ren Ree Ren pent neree 2,865 4,208 
2 SE EURO EIN WIL a oll ae ey BOOP PRP RD TRC ote ae eo EP er 15,037 62,099 
Pas MAERUA epee o Sc SUS ahs os cas uch cavages tawnpab show asia veveabeensss uacsescaurectdtees 540 2,999 
Watetosteanda bank CH aree shes stescnstn as. tose tae rahe Wein ats attra Wes ta ae, 6,441 321 
83,524 85,480 
(35,691) (78,808) 
Gain on sale of investments — Manitou-Barvue Mines Limited ......... -0- 364,047 
Income (Loss) Before Income 
Taxes and Extraordinary Item ............4......:ccccescessseeeseceeneeees (35,691) 285,239 
MRCP CUA CSE et Reece cco. ago agae ese Eos ste mt ee ace cae eee eae aot os che Bea -0- 49,600 
Income (Loss) Before Extraordinary Item ...................0..... (35,691) 235,639 
Extraordinary item — reduction of income taxes resulting from application of 
deferted exploration) and, dévelopment Expenditures Fn cisccs...n0mceermervan ser an-~ -0- 23,300 
INet:GLoss) Incomie:.eyset ooo aos a ee a cate Are do (35,09 Wacad, 256,939 
Earnings (loss) per share: 
Income? (loss): before: extraordinary tem mrss ee eee et avate os dese -c aes $ (01) $ AO) 
INGE TICOMIC! (LOSS) ovo soa se acres icoete ce eecccee er ecete aca op ee ee Se to ds ak (.01) .06 
STATEMENT OF RETAINED EARNINGS 
1978 1977 
Retained eamings.at beginming Of Vea io,2.c5.5eccte cee etenencteccarrepennseonesnsess onsen, aes & 450,622 5 191,683 
PUI ORIIC LOSS) Ft ccs os oaks Hanes wen oT eta gh PN Rme ee ee (35,691) 258,939 
Retained Earmings. at end. Of, Y@ars.:,c.2c).tcccee<ceseceeseenpeecavipess: $ 414,931 $ 450,622 


See notes to financial statements 


QUEBEC MANITOU MINES LIMITED 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year Ended December 31 
1978 1977 


Source of Funds 


Income: (oss) before extraordinary item 32e ae ee ee $ (35,691) $7 2357659 
Charges (credits) not requiring current outlay of working capital: 

Gainvonssaleof investments... 3c ee -0- (364,047) 

Deferred income: taxes) 3.224 ee eee -0- 26,300 

Total (to) from Operations .0........... cece eeccceseeeeneeenteeesaeeennee (35,691) (102, 108) 

Proceédsion sale of mmvestmentSsc ee eee -0- 500,000 


Extraordinary item — reduction of income taxes resulting from application 
of deferred exploration and development expenditures ......... -0- 23,300 


(35,691) 421,192 


Application of Funds 


Additions’ 10. frxedtassels -Re ee eee eee ee 1,061 -0- 
Deferred exploration: and! development expenditures 2s eee -0- 910 
1,061 910 
Increase (Decrease) in Working Capital ..................... $ (36,752) $ 420,282 


Changes in Components of Working Capital 


Increase (decrease) in current assets: 


GRE) 0 ees earlier nian cob rome neater Ue Aria errd an teresa Man oc ac Maen re ac repehec sceceuet $ (173236) "$ 6,300 
Short-term Ceposits. 00 ites cesmcene.Seesenes terse see ere ee (300,329) 300,329 
Acerued interest and ‘other receivables <..  eeeee 20,061 2,800 
Marketa ble*securities =. 50 Gx. tere i ee ee 280,094 115,497 


(17,410) 424,926 


Increase (decrease) in current liabilities: 


Bank indébtednessint.. 5 accent cesttecer ee oe 7319 -0- 
Accounts payablevand accrued diailittes = eset: te eee, 12,604 4,644 
Unclaimedsdividendsi2 er, aie ee ee (641) -0- 
19,342 4,644 
Increase (Decrease) in Working Capital ......................0000 $ (36,752) $ 420,282 


STATEMENT OF DEFERRED EXPLORATION AND DEVELOPMENT 


EXPENDITURES 
December 31 
1978 1977 
Balance “at beginning Oliyeatn 2 ee cece ee ee $ 581,841 $ 580,931 
Ad dtexpenditures (On yearmeees tan.cet ee cece ter es, eee -0- 910 
Balance at end ‘of Y Car 225. iccccfecccsssesiceate eee $ 581,841 $ 581,841 


See notes to financial statements 


QUEBEC MANITOU MINES LIMITED 
NOTES TO FINANCIAL STATEMENTS 


Note A — Accounting Policies 


Deferred Exploration and Development Expenditures: Expenditures on mineral properties and 
rights are deferred on a specific project basis until the viability of the project is determined. If a project is 
developed, the related accumulated costs are amortized against future income from the project. If a project 
is discontinued the accumulated costs are written off to income in the year the project was discontinued. 


Deferred Income Taxes: Deferred income taxes arise from claiming exploration and development 
expenditures for tax purposes before amortization of exploration and development expenditures in the 
accounts. 


Note B — Investment in Parent Company — Manitou-Barvue Mines Limited 


During October 1977 the Company became a subsidiary of Manitou-Barvue Mines Limited. At 
December 31, 1978, the Company held 554,427 shares (a 14% interest) in Manitou-Barvue Mines Limited. 
The shares of Manitou-Barvue Mines Limited were subject to a “cease trading” order of the Ontario 
Securities Commission at December 31, 1978 and accordingly there was no quoted market value at that 
date. The order was revoked by the Ontario Securities Commission on February 5, 1979 and the quoted 
market value at that date was approximately $305,000. Because of the number of shares involved this quoted 
market value is not necessarily indicative of the amount which would be realized if this investment were 
sold. 


Note C — Mining Properties and Rights 


The Company holds the following mining properties and rights, the realization of which is dependant 
upon the future commercial success of these properties: 


(a) A fixed 174% non-assessable interest is held in 55 mining claims in Langmuir Township, Ontario, 
valued at a net cost of $18,464. 


(b) 24 mining claims in Bourlamaque Township, Quebec, carried at costs to date, which do not 
necessarily reflect present or future values, which may be more or less than $173,804. In 
consideration of $25,000, an option to Manitou-Barvue Mines Limited to develop and place into 
production these Bourlamaque Township mining claims at no additional obligation or expense to 
Quebec Manitou Mines Limited was extended until June 30, 1981. Under this option agreement after 
Manitou-Barvue Mines Limited is reimbursed for all funds expended by it to bring the property into 
production, Manitou-Barvue Mines Limited is required to issue to the Company an additional 
35,000 shares of Manitou-Barvue Mines Limited. When Manitou-Barvue Mines Limited has 
received an additional sum of $100,000, further revenue and interests are to be shared 25% by 
Quebec Manitou Mines Limited and 75% by Manitou-Barvue Mines Limited. 


(c) | Anoption to explore and develop 20 mining claims in Duplessis Township, Quebec. This option was 
obtained at a cost of $5,355 and expires on May 1, 1979 by which time the Company may elect to 
bring the mining claims into production and to pay to the owner a royalty of 15% of the mining 
profits. 


Note D — Income Taxes 


The Company has non-capital losses of $105,684 available to reduce future taxable income. The non- 
capital losses expire as indicated below and cannot be used to reduce taxable income until $530,000 of the 
deferred exploration and development expenses have been applied to taxable income. 


ee Op eee eine Se RI BD AIP de ARAN a Re pea Et Loss 

| 5 A Je ele Sao td c MER aera N dee ROPANS era per ahs, $ 24,902 

TOS Oitek ee ee ie 2 ERS hore Oo ta nee een 19,953 

|S ee SO agen ER AM A eA crt fein Rates Se 17,474 

1S ce Cae a ea apart SE EER PAN Al 98:5) isd Siete 43,355 
$105,684 


Deferred exploration and development expenses total $549,000, and have no expiry dates. 


Note E — Remuneration of Directors and Senior Officers 


The total remuneration paid to directors and senior officers, as defined by The Business Corporations 
Act, Ontario, for the year ended December 31, 1978 was $49,712 (1977 — $10,739). 


ar oe ate way % wae rea ue 


F ee bet | on 
Lie is Ena ee fe 
; hy ane! be 
f ie 
: ieee att pees 
rr 
rT ‘ cee 
k, ¥ 
“5 ™~ % 
ee ee e 
men, F 
eae 
a oe | t 
‘> 
' par. Ot 
- oe ’ ; ; 
4 ‘ “, y i, i) Sa oy. 
Ee most eS oe 
= £ eas aii ae 
‘ i ‘ ie 
& 
Ye car al ‘ ns ft te 
Wier eae eee “mi ats + arate 
i : ee z 
i. or ~s / re $ 
f he: iu 
a : : : rye ji ree woe 
i ¢ a eat pee 
; ; (Wao ting 
; ‘ hn wean 
) F 7 r 
J : 7 } =m : 
‘ } 7 
: van 
j % 
' ‘ < % 
a 
q 
bU<« enor 
, th 
bids pte Wire Loni eutas ql Lien sit rasp 
2 Taye, ORS berae LS reihniisel G een Pe 
‘ 


4: guar 
= ei, 
es 


